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This presentation

The Concept Research Programme

Background for the Norwegian governance scheme
What project success could look like

The Norwegian regime for project governance
Some results and advice for the future
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| represent the Concept Research Programme

« Research programme established in 2002 by the Ministry
of finance

* Follows projects subjected to the mandatory QA-scheme
(projects with an expected cost > 1 billion NOK)

« Placed at the Norwegian University of Science and
Technology

« The perspective of the financing party; project
governance

 Does research and evaluation
* https://www.nthu.edu/concept
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« |Immature projects

PROSJEKTET FOR
STYRING AV STATLIGE

INVESTERINGER « Over-optimistic cost
estimates and demand
forecasts

t « Scope creep after project
STYRING AV STATLIGE approval
INVESTERINGER e Lack of skills
| « Bottom-up initiation of
SLUTTRAPPORT FRA projects
STYRINGSGRUPPEN

=> Inadequate grounds for
decision-making

Avgitt 10. februar 1999
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A need to ensure project success

Operational success
Project management success
Internal efficiency
Societal
objective (-s)

Tactical and strategic success
Successful outcome/effects
External efficiency
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A mandatory QA-regime from year 2000

* Projects with an expected cost exceeding 1 bill. NOK (100 mill. Euros)

Cabinet’s choice Parliament’s approval
of concept and funding

Implementation

Ex-post
@ @ evaluation

* Requires external quality assurance (QA) of decision documents at two stages.
Decisions are elevated to the highest political level.

* QA1 concerns needs assessments, possibility studies, CBA

* QA2 concerns the cost estimate, contract strategy
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The purpose of the model is twofold

* QA1: Support the basis for taking a political decision on
the choice of concept for further development and
(potential) funding

 QAZ2: Ensure that budget and business case is
sufficiently robust for efficient project delivery
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Outside view of project plans to
ensure quality-at-entry

« Atool for de-biasing estimates

« A potential remedy for cost
overruns, optimism bias and
tunnel vision

» To detect and correct omissions
and errors

« Experts that can draw on
experiences from other projects
across sectors
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A stage-gate project model has many
advantages

Quality requirements to projects to proceed to the next
stage and to finally authorise project funding

Makes decision-makers and stakeholders aware of:

— when a decision is made At each decision point, the
— what the decision is about e ook
— what the consequences of the decision are |  planned

Provides a structure for project preparation and guides
Implementation

Ensures that projects are subject to effective political
control and makes the participants accountable
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Good results in operational terms («doing the

project right»)

 On average 4,4%
overrun of the target
cost (P50)

* 41 % of projects below
the target

* An undesirable
skewness

Deviation from the P50 estimate
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Deviance from target cost (P50), N=94. See, e.g., Welde and
Klakegg (2022) “ Avoiding Cost Overrun Through Stochastic Cost
Estimation and External Quality Assurance”, TEM, doi:
10.1109/TEM.2022.3173175
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Most projects are completed within
budget (including contingency)

Average underrun minus 100%
4,8% against the budget 50%
(= P89) o Overrun
74% of projects below o
budget °

In contrast to the
«established truth» that
«all» public projects are
over budget

Deviation from budget
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But scope and cost creep through the
front-end phase is a challenge

 Average cost escalation during Fremtidie re gremmpsievmstei=s
the front-end (before project Vikingtidsmusewem
approval) = 40% Fremtidig kampflykapasitet =

« Early cost estimates based on Juskerudpakke 2/ Dandsen-..i
how the projects are, not what Inter city/ Follobanen
they will become Mervirdiprogrhmmet

* Would projects with large cost Harstadpakken
escalations be allowed to
proceed if early estimates had
been more realistic?

Arkivverkets sentraldepot
Fengselskapasitet i Agder
Nybygg NVH (Campus As)
Grenlandsomradet

Stad skipstunnel

Sotrasambandet

Arna - Bergen

-100%  -50% 0

X

50% 100% 150% 200%  250%
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Planning according to cost targets or
user wish lists?
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The decision to start project appraisal
may be crucial

* Difficult to stop a moving train...

Most CAs end up as an investment project

Optimization or downscaling

Cabinet Parliament

v v About 80% of
conceptual appraisals
Appraisal result in a large

initiated projects

Very few projects are actively rejected,
but some are «put on hold»
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Ministries must act as gate keepers

* Realistic planning — limitations on
how many projects that can be
financed from the state budget

« Timing — what problems can wait?

« Potential — which proposals have
the highest potential for positive
benefits?

* Legal obligations — are there
national or international orders

that requires action? YOU SHAL-II NOT PASS!
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Norwegian experiences: Advice to
improve project success

Project success starts at the front-end
Cost-efficient solution to a problem

Capture and communicate uncertainty of costs and
benefits

Outside view through external quality assurance
A critical view on project initiation

Facilitate learning and accountability through ex post
evaluation

A stage-gate project model
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Thank you!

morten.welde@ntnu.no

https://www.nthu.edu/concept
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